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RESPONSE OF THE UNITED STATES POSTAL SERVICE 
TO INTERROGATORIES OF THE NATIONAL FEDERATION OF NONPROFITS 


NFN/USPS-3. Tables 7, 8, and 9 (Kaneer at 17) indicate that cost coverages 
for Nonprofit Periodicals, under MC96-2 rates, are essentially unchanged when 
combined with Classroom Periodicals. Please explain the likely effect combining 


Nonprofit and Classroom rates would have on future Nonprofit Periodicals rates, 
under two assumptions: 


a. An omnibus rate case filed prior to October 1998 (Step 6 phasing) 
b. An omnibus rate case filed after Cctober 1998. 


RESPONSE: 
Barring any intervening events, Nonprofit Periodicals rates are expected to 
change from Step 4 to Step 5 of the MC96-2 phasing schedule in October of 1997, 

and expected to change from Step 5 to Step 6 in October of 1998. Thereafter, they 


would remain at Step 6 (full) rate levels until changed by a rate case. New rates from 














an omnibus rate case that were implemented at or before the beginning of October of 





1998 would alter one or both of these expectations. (Thus, it is the date when the 
new rates are implemented, rather than the date of the filing, which is of the most 
relevance.) If the new rates were anticipated to be implemented prior to October of 
1998, rates would be designed for both Steps 5 and 6. If the new rates were 
anticipated to be implemented at the beginning of October 1998 or thereafter, only 
Step 6 (full) rates would be relevant. 

Whether new rates in the next omnibus rate case were implemented before or 
after October 1998, if the new rates were based on aggregated costs for Classroom 
as well as Nonprofit, the likely effect on such Nonprofit rates would, by design, be 


small. The Postal Service does not propose to aggregate the costs unless the 





relevant data show that a common rate scheriule would generate similar cost 






































RESPONSE OF POSTAL SERVICE WITNESS KANEER 
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 























coverages. If that condition were to be met, the effect on Nonprofit would necessarily 
















OCA/USPS-CT3-1. The following interrogatory refers to Table 3 and 5 of 
your testimony. At page 6 of your testimony, you suggest that your proposed 
rates will avoid customer "rate shock." The "Hybrid" Nonprofit step 2 
nonadvertising pound rate from Table 5 is $0.137 (a 26.9 percent increase). The 
MC96-2 Nonprofit nonadvertising pound rate from Table 3 is $0.134 (a 24.1 
percent increase). 


be small. Thus, for example, if the cost coverage of Classroom was similar to that of 

















Nonprofit, but somewhat higher, aggregation would cause only a slight decrease in 


rates for Nonprofit mailers. Conversely, if the cost coverage of Classroom was 












similar to that of Nonprofit, but somewhat lower, aggregation would cause only a a. Please explain how the higher "Hybrid" nonprofit step 2 nonadvertising pound 


rate will reduce "rate shock." 







slight increase in rates for Nonprofit mailers. If the cost coverages were equal, or b. Of total Classroom pounds, what percentage pays the nonadvertising rate? 


close to equal, there would be no effect on the rates paid by Nonprofit mailers. 





à ; RESPONSE: 
These conclusions would hold with respect both to full rates and, if relevant, Step 5 





t a. As opposed to exclusive focus on any particular cell change, the “rate 
rates. ۰ 








shock” concept requires consideration of the entire set of proposed rates. If it 










appears beneficial to attempt to mitigate above-average rate increases in 






particular cells, and if total revenue is intended to stay approximately constant, it 












[5 by operation of mathematics necessary to increase proposed rates in other 






rate cells. Consequently, the increase in the monadvertising pound rate from 









15.4 cents to 13.7 cents is part of what allows reduction in the “rate shock" that 


would otherwise be reflected in the 3 and 5 digit piece rates. 








b. Page 1 of Library Ref-PRR-32: 


FY 1995 (27,917 nonadvertising pounds / 32,733 total pounds)= 85%. 

















RESPONSE OF POSTAL SERVICE 
TO INTERROGATORIES OF THE OFFICE OF 


OCA/USPS-CT3-3. The following interrog 
testimony. The phase-1 step 5 nonadvertising ام‎ 
2 Nonprofit step 6 nonadvertising pound rate is $ 
that the Postal Service attempts to lower “rate sh 

a. Please explain how setting a higher phe 
$0.143, and then lowering that rate in phase-2, $ 
shock.” 


ሀ. Please explain why phase-1 and 6 
pound rates are not the same. 
RESPONSE: 

a. Please see my response to interrogato! 

b. They are different because they are dr: 
phasing schedules. The 14.3 cent rate appears | 
schedule from R94-1. The 14.2 cent rate appear 
schedule from MC96-2. Other than the changes ¡ 
required by statute, which causes the “hybrid” fea 


$ 


attempt was made to adjust individual rate cells fr 




























| rates, the changes in total revenue (compared with LR-PRR-32 as originally filed) 
RESPONSE OF POSTAL SERVICE WITNESS KANEER 


TO PRESIDING OFFICER'S INFORMATION REQUEST NO.3 











ጅ RESPONSE OF POSTAL SERVICE WITNESS KANEER 


WITNESS KANEER TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 


THE CONSUMER ADVOCATE 











RESPONSE OF POSTAL SERVICE WITNESS KANEER 


are quite minor. 
TO INTERROGATORIES OF THE OFFICE OF THE CONSUMER ADVOCATE 











































1. This question refers to the Fiscal Year 1995 Billing Determinants for 
Nonprofit Second Class, which are presented for each postal quarter, for the 
postal fiscal year, and for the government fiscal year. The pound figures on page 
1 of Section E, Table 2 allow the calculation of the following proportions of 
editorial content, by quarter, in order: 76.6 percent, 77.7 percent, 76.1 percent, 
and 79.4 percent, excluding commingled. Page 2 of the same table presents 
corresponding figures, piece weighted, as follows: 77.9 percent, 78.4 percent, 
94.2 percent, and 97.0 percent. The latter two figures, for Postal Quarters Ill and 
IV seem misaligned with the pound-weighted figures and are considerably higher 
than the piece-weighted figures for the first two postal quarters. Please provide 
an explanation for the extremely high piece-weighted proportions for Postal 
Quarters ||| and IV. 


OCA/USPS-CT3-5. At page 4 of your testimony, you indicate that the 
Postal Service is concerned about the impact a rate increase may have on 
Classroom mailers, especially those whose rnail has a relatively low degree of 
presortation. 

a. What inquiries, investigations, studies or surveys have been conducted 
by the Postal Service to determine the reaction of Classroom mailers to a rate 
increase? 

ሀ. What inquiries, investigations, studies or surveys have be conducted by 
the Postal Service to determine the reaction of Classroom mailers to the 
proposed two phaseed rate increase? 

c. Please provide copies of the results of each inquiry, investigation, 
survey or study conducted by the Postal Service to determine Classroom 
mailers’ reactions to rate increases. Your response should include the results of 
each study or survey conducted. 0 


0. If no studies or surveys were performed, please explain why none were 
done. 


These revisions in LR-PRR-32 cause revisions in certain figures related to 
atory refers to Table 6 of your 

und rate is 50.143. The phase- 
0.142. Your testimony states 
ock" for Classroom mailers. 
Se-1 nonadvertising pound rate, 


0.142, will reduce the initial "rate 


OCA/USPS-CT3-4. The following refers to page 14 of your testimony. 
You state, "At MC96-2 Step 2 Nonprofit rates, the unit cost and revenue for ۱ 
Classroom mail would be 19.4 and 20.1 cents[.]" Please show the derivation of 


each, cite all numbers and provide copies of all source documents not previously 
submitted. 








Nonprofit Mail included in my testimony (e.g., Tables 2, 9, and 10). They have 


no material effect, however, on my conclusions regarding the relative cost 


























coverages of Classroom and Nonprofit Mail at Step 2 MC96-2 rates. (For 
RESPONSE: 






















-2 Nonprofit nonadvertising 










example, instead of a Step 2 cost coverage of 106.44 percent for Nonprofit, the 
The calculations were made based on data from the 1995 Cost And 


revised cost coverage is 106.35 percent. Not only are the changes small, but the 
Revenue Analysis report(CRA), the 1995 Revenue, Pieces, and Weight Report 


direction of the changes indicates that the cost coverages of Classroom and 1 
(RPW), and revenue figures at proposed rate presented in my testimony. 


y 1.a above. 0 


Nonprofit are slightly more similar than originally reported.) Revised copies of all 
The Classroom unit costs were derived: 







i RESPONSE: 
iwn from different Nonprofit 











affected pages of my testimony will be filed. 






$12,596(000) Classroom cost (source: 1995 CRA), divided by 64,911 




















ገ the Step 5 Nonprofit phasing 


RESPONSE: Upon investigation, the Nonprofit editorial content percentages for 


(000) pieces (source: 1995 RPW), equaling 19.4 cents. 










i i Quarters ||| and IV of FY 1995 have been found to have been miscalculated. 
5 In the Step 6 phasing 







The Postal Service conducted no formal inquiries, investigations, studies, 
The Classroom unit revenue were derived: 







x ni Instead of the 94.2 percent and 97.0 percent figures identified in the question, 
n advertising pound rates 






and/or surveys regarding Classroom mailer reaction to the rate increases 





$13,029.6(000) Classroom Revenue (source: Table 1 of my testimony), 















; ۱ the correct percentages are 78.5 percent for, postal quarter III 2۵ percent 
ture of our Step 5 proposal, no proposed. (Of course, over the years, the Postal Service has conducted studies 


divided by 64,911 (000) pieces (source: 1995 RPW), equaling 20.1 cents. 


for postal quarter IV. 
om these phasing schedules. 


of the reactions of Classroom mailers to rate increases for forecasting purposes, 







١ i ۱ The effect of these changes are shown on the attached revised copies of 
which have been presented by Professor Tolley.) In this case, however, informal ۱ 





rp | i an ا وی‎ the last three pages of USPS-LR-PPR-32. As can be seen for the first two of 
Inquires were made to the Classroom Mailer Association, which indicated a 






| | ] these three pages, for FY 1995, the changes reduce the revenue leakage from 
preference for the proposed Hybrid Step 5 rates relative to the alternative of the | 






the editorial content discount, increase total calculated revenue, and therefore 
MC96-2 Step 9 Nonprofit rate schedule. 


reduce the necessary revenue adjustment factor. As can be seen from the third 






page, when these adjusted Nonprofit editorial content percentages (along with 






the adjusted revenue adjustment factor) are applied to the MC96-2 Nonprofit 
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348,781.017 
103,482,172 
35,816,879 
5,567,815 
3,928,975 
3,070,018 
5,987,151 
7,900,414 
2,978,818 
3,098,763 
3,246,062 
67,665,292 
245,298,846 
323,512,354 
60,652,831 
1,513,218 
12,397,792 
18,298,982 
6,677,636 
55,297,730 
2,518,998 
41,011,998 
124,002,037 
(78,213,509) 
(75,546,615) 
709,653.0 
4,213,000.0 


5 


7,900,414 | 5 
5 


1,497,205 | 5 


12,270,635 | 5 
5 


56,620 | 5 
5 


121,654,242 | 5 








204,490 | $ 
189,354 | 5 
2,485,634 | 5 
216,616 |5 
312,126 | $ 


6,588,600 | $ 


103,482,172 | $ 
35,816,879 | $ 
5,567,815 | $ 
3,928,975 | $ 
3,070,018 | $ 
5,987,151 
2,978,818 | $ 
3,098,763 | $ 
3,246,062 | $ 
67,665,292 | $ 
318,963,441 | 5 
60,098,923 | $ 
108,821 
18,088,649 
54,662,124 | $ 
40,465,171 
(78,213,509)| $ 
(75,546,615)] $ 
709,653.0 | $ 
4,213,000.0 | $ 


REVENUE 


5 


7,900,414 | 5 
$ 


188,283 | $ 
$ 


` 40,191,758 | $ 
120,525,345 | $ 








35,816,879 | $ 
38,863 | $ 
5,567,815 | $ 
3,928,975 | $ 
3,070,018 | $ 
5,987,151 
2,978,818 | $ 
3,098,763 | $ 
3,246,062 | $ 
65,759,227 | $ 
59,821,970 | $ 
108,320 | $ 
1,489,199 | $ 
12,207,057 | $ 
17,983,482 | $ 
88,303 | $ 
203,118 | 5 
6,544,083 | $ 
2,468,95 
216,385 | $ 
308,410 | $ 
709,653.0 | $ 
4,213,000.0 | $ 


54,344,321 


238,475,476 | $ 240,749,933 | $ 


101,576,107 | $ 
316,688,985 | $ 
(78,213,509)| $ 
(75.546.615)| $ 


REVENUE 


$ 331,322,149 |$ 335,502,670 | $ 340,051,583 | $ 344,232.104 | $ 


Nonprofit 96-2 


Nonprofit 96-2 
5 340,051,583.1 | 5 344,232,104.1 | $ 348,781,017.1 


5 


312,140,072 | $ 
5 


4,435,588 | $ 
$ 


118,207,549 | $ 








35,816,879 | $ 
5,567,815 | $ 
3,928,975 | $ 
3,070,018 | $ 
5,987,151 | $ 
7,900,414 | $ 
2,978,818 | $ 
3,098,763 | $ 
3,246,062 | 5 

65,759,227 | $ 

59,268,063 | $ 

107,317 | 5 
1,473,186 | $ 
12,079,900 | $ 
17,773,149 | $ 
200,373 | $ 
6,455,048 | $ 
53,708,715 | $ 
211,924 | $ 
300,979 | 5 
(78,213,509)| $ 
)75,546,615( $ 
709,653.0 | $ 
4,213,000.0 | 5 


101,576,107 | $ 
* 186,081 


233,926,563 
39,644,931 


$ 


7,900,414 | $ 
5 


17,667,982 | 5 








199,000 | 5 
6,410,530 | 5 


3,246,062 | 5 
63,853,163 | 5 
106,615 | 5 
1,465,179 | 5 
86,754 | 5 
53,390,912 | 5 
184,980 | $ 
2,418,906 | ۰ 
39,371,518 | $ 
209,693 | $ 
297,263 | $ 


709,653.0 | $ 


4,213,000.0 | $ 
$ 336,244,802.0 | $ 340,425,323.1 | $ 344,974,236.1 | $ 349,154,757.1 | $ 353,703,670.1 


35,816,879 | $ 
5,567,815 | $ 
3,928,975 | $ 
3,070,018 | $ 
5,987,151 
2,978,818 | $ 
3,098,763 | $ 
231,652,107 | $ 
309,865,615 | $ 
58,991,109 | $ 
12,016,321 
117,048,652 | $ 
(78,213,509) $ 
‚213 | 5 (53,336.364368)| $(53,336.384368)| $ (53,336.384368) $(53,336.384368) $ (53,336.384368)] 
(75.546.615)| $ 


99,670,042 | $ 
(2.613.557.376)| 5 (2,613,557.376)| $ (2,613,557.376)| $ (2,613,557.376)| 5 (2,613,557.376)] 


Nonprofit Rev. @MC96-2 Rates 
GFY 1995 NONPROFIT BILLING DETERMINANT VOLUMES 


REVENUE 


$ 331,322,149.0 | $ 1 


$ 


23,909,619 | $ 
$ 


2,279,836,918 | $ 
$ 


$ 














UNITS 
7,531,808 | $ 
477,643,379 | 5 
502,667 | 5 
8,025,384 | $ 
63,728,820 | $ 
105,415,342 | $ 
517,615 |5 
1,375,662 | 5 
1,103,676 | 5 
16,721,572 | $ 
274,060,100 | 5 


1,161,639,012 | 5 
2,236,054 | 5 


29,373,610 | 5 
15,403,129 | 5 
13,737,658 
27,120,217 | 5 
5,686,503 | 5 
8,005,395 | 5 
3,724,578 | 5 
4,455 
436,623,327 | $ 


137,198,639 | $ 
1,802,983,968 | $ 


615,800,917 | $ 
277,608,721 
$316,155,000 





2,244,062,508 | $ 


| 44.622.881 | $ 
| 318,554,836 | 5 








AND REVENUE ESTIMATIONS (RPW Adjusted) - (0005) 


CATEGORY 


TOTAL NONPROFIT 


POUND RATED 
Level G ZIP + 4 Numeric Letters 


Level G Prebarcoded Letters 
Level G Prebarcoded Flats 


Level H3 Undiscounted 
Level H3 Prebarcoded Letters H 


Level G Undiscounted 

Level H3 ZiP * 4 Numeric Letters 
Level H3 Prebarcoded Flats 
Level H5 Undiscounted 

Level H5 ZIP * 4 Numeric Letters 
Level H5 Prebarcoded Letters 
Level H5 Prebarcoded Flats 
Delivery Unit Entry 

Editorial Content 


Zones 182 


PIECE RATED - With Discounts 
Presort Rates 


Nonadvertising 
Piece Discounts 
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